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Brazil's Stand-By Arrangement with the Fund 


The Government of Brazil has entered into a one-year 
stand-by arrangement with the International Monetary 
Fund for the equivalent of $160 million and has 
arranged a rescheduling of payments to be made to the 
Fund against previous drawings totaling the equivalent 
of $140 million. The Fund’s financial assistance is to 
support a broad financial program of fiscal, credit, trade, 
and exchange measures, designed to combat inflation 
and to achieve balance of payments equilibrium within 
the framework of a free and simplified exchange system. 
The arrangement with the Fund is to be supplemented 
by additional credits from other sources, and by renego- 
tiation of maturities on Brazil’s medium-term foreign 
indebtedness. 


The first measures of the Government’s program were 
put into effect in March 1961, when substantial progress 
was made toward a free exchange market and in reduc- 
ing the subsidy on preferential imports. The Govern- 
ment’s program contemplates measures to reduce the 
budgetary deficit to a level which can be financed from 
available domestic noninflationary resources. Credit 
from the Bank of Brazil to the private sector is to be 
maintained within limits compatible with domestic price 
stability. Government purchases of coffee for price sup- 
port purposes will be fully financed from amounts which 
coffee exporters are now required to surrender without 
compensation. 

Source: International Monetary Fund, Press Release, 
Washington, D.C., May 17, 1961. 


Netherlands Economic and Monetary Developments in 1960 


In the Annual Report of the Netherlands Bank, 
Dr. M. W. Holtrop, President of the Bank, records that 
1960 was a very prosperous year for the country’s 
economy. The net domestic product at constant prices 
increased by 9 per cent, against a 5 per cent increase 
in 1959. The volume of industrial production rose by 
13 per cent (9 per cent in 1959). More than half of the 
increase was due to the rise in production in the metals 
sector, but production of processed foodstuffs, chemi- 
cals, and textiles also increased substantially. In the 
second half of 1960 the rate of increase in industrial 
production leveled off, but the volume of outstanding 
orders at the end of the year remained well above the 
volume at the end of 1959. Wholesale prices declined 
somewhat, and retail prices, on the whole, remained 
stable; but the cost of living was 2% per cent above 
that for 1959, owing mainly to the Government’s deci- 
sion to increase controlled rents and to abolish the 
subsidy on milk. 

Higher industrial production was realized chiefly 
through continuing rationalization and modernization of 
enterprises; production per worker in industry increased 
by 10 per cent in 1960 (7% per cent in 1959). The 
total labor force, on the other hand, increased only 
moderately. At the end of 1960 the seasonally corrected 
figure of registered male unemployment was 35,000, 
which is 1.3 per cent of the male labor force (2.3 per 
cent at the end of 1959); on the same date, the season- 
ally corrected figure of unfilled vacancies was 67,000. 

The substantial rise in productivity made it possible 


for wage increases to take place without exerting pres- 
sure on prices. Average wages for 1960 were 844 percent 
higher than for 1959. This followed the introduction 
in 1959 of a system of wage “differentiation” (see this 
News Survey, Vol. XII, p. 564) by which wage increases 
are linked more closely to increases in productivity in 
the individual branches of industry or enterprises, but 
are not passed on in higher prices. In industry, wage 
increases in 1959 and 1960 remained below the increase 
in productivity, so that wage costs per unit produced 
were 5 per cent lower in 1960 than in 1958. In the other 
sectors of the economy, wage increases granted in 
1959-60 were somewhat larger than the increase in pro- 
ductivity, but for the economy as a whole wages and 
productivity rose by the same amount in the three-year 
period 1958-60. The Government felt that little room 
was left for further wage increases to take place without 
endangering price stability. New wage demands in the 
metals sector, based on the continuing increase in pro- 
ductivity, were refused by the Government, which stated 
in December 1960 that the premature revision of wage 
contracts (generally concluded for two years) would 
lead to similar demands in other sectors and give rise 
to a wage-price spiral. The Government, however, wel- 
comes schemes for employee participation in company 
profits. Moreover, in certain industries or enterprises 
comprising about 30 per cent of the labor force, the 
workweek has been reduced to 45 hours, including free 
Saturdays. 

The main factors behind the continued expansion of 
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the Netherlands economy were increased foreign demand 
and investment in fixed assets, the volume of which 
increased by 11 per cent (private investment, 15 per 
cent; public investment and building construction, 5 per 
cent), Inventory accumulation, f. 1.2 billion in 1960, 
was twice as large as in 1959. The rise in the volume of 
private and government consumption (6 per cent and 
3% per cent, respectively) remained below the increase 
in real national income. As a consequence, savings 
increased from 22% per cent to 23% per cent of the 
national income—the highest figure, the Report points 
out, ever reached in the Netherlands. 

The value of imports and exports increased in 1960 
by 15 per cent and 12 per cent, respectively (in 1959, 
9 per cent and 12 per cent, respectively); in volume, the 
increases were 14 per cent and 13 per cent (in 1959, 
13 per cent and 12 per cent). Exports covered 89 per 
cent of imports, and the trade deficit, compared with 
1959, increased by f. 0.6 billion, to f. 1.9 billion. 
A 2 per cent deterioration in the Netherlands terms of 
trade was caused, equally, by a decrease in the prices of 
finished products exported and an increase in import 
prices, mainly of investment and certain consumer 
goods. Trade with the other countries of the European 
Economic Community increased by some 17.5 per cent, 
to 46 per cent of total foreign trade. Trade with the 
United States was influenced by incidental factors, 
namely, high imports of aircraft and lower exports of 
tin and ships. 

Owing to the increased trade deficit, higher payments 
for services, and outgoing dividend payments, the bal- 
ance of payments surplus on current account for 1960 
decreased by about f. 0.3 billion, to f. 1.3 billion (cash 
basis). The capital account, however, showed on bal- 
ance an outflow of only f. 0.3 billion, compared with 
f. 1.0 billion in 1959, leaving an over-all balance of 
payments surplus of f. 1.0 billion (f. 0.6 billion in 1959). 
Sales of Netherlands securities abroad increased to 
f. 1.1 billion, but purchases of foreign securities also 
increased, to f. 0.5 billion. Short-term credits extended 
abroad increased, but a considerable part of foreign 
assets were repatriated. As a result, the net outflow of 
private capital transactions decreased by nearly half, 
to f. 250 million. Official capital transactions also 
resulted in a smaller net outflow than in 1959, because 
of lower repayments of long-term foreign debt. The 
central bank’s gold and foreign exchange reserves in- 
creased during 1960 by about f. 1.5 billion, to some 
f. 6.7 billion at the end of the year, while the short- 
term foreign assets of the commercial banks decreased 
by about f. 0.4 billion. 


Monetary Policies 
Monetary developments in 1960 showed the same 


characteristics as those in 1959. The main cause of the 
increase in domestic liquid resources was the continued 


inflow of gold and foreign exchange reserves; however, 
the transactions of the private sector, mainly in the form 
of higher bank credits extended at home and abroad, 
were also expansionary. The public sector, on the other 
hand, continued its contractionary policies—the Central 
Government by borrowing in the domestic capital mar- 
ket considerably more than it needed for its current 
financing requirements, and the local authorities by 
further consolidating their short-term debt. The increase 
of f. 1.1 billion (7 per cent) in total liquid assets in the 
hands of the public in 1960 remained somewhat smaller 
than the increase in national income in the same period. 

Apart from its liquidity-reducing borrowing opera- 
tions, the Government took a number of other measures 
aimed at maintaining steady economic growth and price 
stability. In April 1960 it limited the special tax 
facilities for investment and placed restrictions on accel- 
erated depreciation. From July 1, 1961, a number of 
tax reductions may be made, depending on the economic 
situation. The number of building permits was reduced, 
and in September 1960 installment credit was restricted 
by increasing downpayments and by requiring shorter 
repayment periods. The Government’s wage and price 
policy, moreover, prevented wage increases from out- 
running the increase in productivity and required reduc- 


tions in import prices to be passed on in lower prices 
of finished goods. 


In the course of 1960, private banks discontinued 
the policy, followed in 1959, of keeping their foreign 
currency earnings invested at short term abroad while 
reducing their portfolio of Netherlands Treasury paper; 
instead, they repatriated part of their short-term assets 
abroad, surrendered the foreign exchange proceeds to 
the Netherlands Bank, and avoided further depletion of 
their portfolio of domestic Treasury paper. The policy 
of the Netherlands Bank aimed primarily at limiting a 
further undesired inflow of foreign exchange and at 
preventing an inflationary expansion of bank credit. 
To this end, the central bank has kept its basic discount 
rate unchanged at 34% per cent since November 16, 
1959, while the part of their deposits which private 
banks have to hold, interest free, with the Netherlands 
Bank was increased from 7 per cent to 9 per cent, in two 
steps, in July 1960 and January 1961, blocking an addi- 
tional f. 100 million of liquid assets. Moreover, the cen- 
tral bank agreed with the commercial banks that banks 
which extended credit beyond a ceiling which the Neth- 
erlands Bank could impose, might be required to hold 
interest-free deposits with the latter up to the amount of 
credits extended above that ceiling. So far, the central 
bank has not deemed it necessary to put into operation 
this new monetary policy technique, because it has not 
considered the 17 per cent increase in bank credit 
in 1960 excessive in comparison with the growth of 
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industrial production. The central bank’s open market 
operations were intended primarily to help private banks 
to overcome temporary strains on their liquidity, e.g., at 
times when subscriptions to government loans were due 
or when customers’ tax payments caused a drain on bank 
resources. Private banks were allowed to lodge tempor- 
arily, with the central bank, Treasury paper close to 
maturity, at a rate well below the basic discount rate. 
The central bank thus avoided the surrender by private 
banks of additional foreign exchange earnings to supply 
themselves with temporarily needed cash. 


Dr. Holtrop expresses the opinion that the policies 
pursued by the Netherlands authorities in 1960 were 
successful in maintaining full employment and price 
stability; at the same time, however, they were unable 
to curb the balance of payments surplus, which, together 
with the existing labor shortage, might threaten to 
disrupt internal equilibrium. The decision taken during 
March 1961 by the Federal Republic of Germany to 
revalue the deutsche mark increased these dangers, 
Western Germany being the Netherlands’ largest cus- 
tomer and supplier. Considering the existing discrepancy 
in the level of costs and wages between the Netherlands 
and other industrial countries, and the persistent balance 
of payments surpluses, the Netherlands Government 
decided to follow the German example by revaluing the 
guilder by about 5 per cent (see this News Survey, 
Vol. XIII, p. 65). Exchange rate stability remains, 
nevertheless, a primary objective of the Netherlands 
Government, which rejects changes in the exchange rate 
as an instrument of cyclical policy. 


Source: De Nederlandsche Bank N.V., Verslag over 
het Boekjaar 1960, Amsterdam, Netherlands, 
April 25, 1961. 


IBRD Loan in Colombia 


The World Bank on May 12 made a loan equivalent 
to $22 million to the Empresas Piblicas de Medellin, 
an autonomous public enterprise that provides power, 
telephone, water, and sewage services in the metropoli- 
tan area of Medellin, an important manufacturing center 
in Colombia. The loan is to provide for the addition of 
138,000 kilowatts of new capacity to the hydroelectric 
installations serving the area, and for the extension of 
transmission and distribution facilities. It is for a term 
of 25 years and bears interest at 5% percent per annum, 
including the 1 per cent commission allocated to the 
Bank’s Special Reserve. Amortization will begin in 
March 1966. The loan is guaranteed by the Government 
of Colombia. 


Four commercial banks are participating in the loan, 
without the World Bank’s guarantee, for a total amount 
of $300,000, representing the first maturity, which falls 
due in March 1966. The participating banks are Conti- 
nental Illinois National Bank and Trust Company of 


Chicago, The First National City Bank of New York, 
The Marine Midland Trust Company of New York, 
and Grace National Bank of New York. 


The Bank loan will cover the foreign exchange 
requirements of the second stage of the Guadalupe 
hydroelectric power project, the total cost of which is 
estimated at $25.83 million, and certain supplementary 
costs of the first stage, for which the Bank made a loan 
of $12 million (see this News Survey, Vol. XI, p. 357). 
Empresas will finance the local currency costs from its 
own resources. 

Source: International Bank for Reconstruction and De- 
velopment, Press Release, Washington, D.C., 
May 12, 1961. 


IDA’s First Development Credit 


The International Development Association (IDA) 
on May 12 extended its first development credit, making 
available to Honduras $9 million to assist in carrying 
out a program of highway development and mainte- 
nance. The credit is for 50 years, interest free, and is 
repayable in foreign exchange, the first payment being 
due in September 1971. Thereafter, 1 per cent of the 
principal will be repayable annually for 10 years and 
3 per cent per annum for the final 30 years. A service 
charge of % of 1 per cent annually on the amounts with- 
drawn and outstanding will be made to meet IDA’s 
administrative costs. 

The program being financed includes a 62-mile exten- 
sion of the Western Highway of Honduras, from its 
present terminus at Santa Rosa de Copan to the border 
of El Salvador; the construction of feeder roads in 
western Honduras; the continuation for 2 years of a 
highway maintenance program; and a highway planning 
survey. The estimated total cost of the project is equiva- 
lent to about $13.5 million, of which the IDA credit 
will finance two thirds. The remaining costs will be met 
by the Government from its own resources and from a 
loan of $2.5 million from the Inter-American Develop- 
ment Bank. The construction work in the project will 
be carried out under contracts awarded on the basis of 
international competitive bidding. This program is a 
further step in road development undertaken by Hon- 
duras with the assistance of the International Bank for 
Reconstruction and Development. 


Source: International Development Association, Press 
Release, Washington, D.C., May 12, 1961. 


First Annual Report of IADB 


The first Annual Report of the Inter-American 
Development Bank (IADB) summarizes the agency’s 
activities during 1960, and discusses the economic and 
social problems of Latin America today. 

The Report notes that Latin America has a rate of 
population growth of about 2% per cent per annum, the 
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highest of any major geographic unit in the world, and 
that projections for the next decade show a population 
of about 600 million by the year 2000. A unique feature 
is that 40 per cent of the inhabitants are now under 
15 years of age. 

During the past ten years, the gross product of Latin 
America increased by 40 per cent. “This is even more 
remarkable,” the Report says, “if it is borne in mind 
that the value of exports, in terms of constant prices, 
has lagged behind population growth and that the pur- 
chasing power of those exports, adversely affected by 
unfavorable terms of trade, has been declining sharply 
since 1955.” The Report stresses the critical problems 
faced by Latin America as a result of depressed raw 
material prices and unfavorable balances of payments. 
Fluctuations in raw material prices were sharpest for 
coffee, cotton, sugar, cacao, bananas, and wool, and 
somewhat less acute for minerals. Adverse balances of 
payments, caused in some instances by unsound domes- 
tic inflationary policies, have given rise to particularly 
serious problems in some areas. But, the Report says, 
“stabilization programs begun in the past few years are 
creating conditions in many countries that should soon 


make it possible to achieve orderly and continuous 
growth.” 


The original authorized resources of the Bank are 
$1 billion, of which $850 million constitutes ordinary 


capital resources and $150 million the Bank’s Fund for 
Special Operations. Since Cuba did not become a 
member of the Bank, its actual resources amount to 
$959.5 million. By the end of 1960, the Bank had 
received 194 applications for loans and 174 inquiries, 
covering industrial, social, agricultural, mining, transpor- 
tation, electric power, and other projects. Three fourths 
of these applications came from private agencies or 
individuals, and one fourth from public agencies. At the 
end of the year the Bank had 91 applications on an ac- 
tive status, involving about $200 million in loan requests. 
During the period of initial operations, the Bank has 
placed tentative limits of $100,000 minimum and 
$5,000,000 maximum on loans for specific projects. 


Source: Inter-American Development Bank, Press Re- 
lease, Washington, D.C., April 11, 1961. 


Europe 


EEC and International Monetary Cooperation 


In its third Annual Report, the Monetary Committee 
of the European Economic Community (EEC), which 
includes representatives of the finance ministries and 
central banks of the six member countries, states that 
the economy of the EEC expanded in 1960 while domes- 
tic prices remained stable. The international payments 
position, however, was characterized by disequilibrium. 
According to the Report, the measures necessary to cor- 


rect such disequilibrium cannot be taken within the 
framework of the EEC, but require an extension of the 
coordination of monetary policies to include all nations 
of the western world. This coordination may well take 
place in the Organization for Economic Cooperation 
and Development (OECD), which is expected to start 
operating before the end of 1961 (see this News Survey, 
Vol. XII, p. 610). 

Among the necessary measures, the Monetary Com- 
mittee recommends increased coordination in interest 
rate policies, joint efforts to improve and strengthen the 
international monetary system, and consultations among 
the industrialized countries on problems of general eco- 
nomic policy. The countries of the EEC might also 
contribute to better international equilibrium by elimi- 
nating all remaining trade discriminations and following 
a liberal import policy, by reimbursing foreign debts 
ahead of schedule, and by coordinating aid to develop- 
ing countries. 


Sources: European Community, Information Service, 
Press Release, Washington, D.C., May 2, 
1961; Le Monde, Paris, France, May 3, 1961. 


U.K. Trade 


The latest figures for the United Kingdom, published 
by the Board of Trade, emphasize the declining impor- 
tance, for U.K. exports, of other sterling area markets. 
This is not surprising, the Times says, as in recent years 
the greatest expansion in trade has been between the 
industrialized countries, and in finished and semiproc- 
essed manufactures rather than in raw materials. In 
1960 exports to other sterling area countries repre- 
sented 39 per cent of total U.K. sales abroad, com- 
pared with 47 per cent in 1955. In the five years to 
1960, total U.K. exports rose by 23 per cent but sales 
to the sterling area increased by less than 4 per cent. 
Exports to North America rose by 64 per cent, to Com- 
mon Market countries by 33 per cent, and to other 


countries in the European Free Trade Association by 27 
per cent. 


Source: The Times, London, England, May 12, 1961. 


Norwegian Four-Year Development Plan 


According to the Norwegian Government’s new four- 
year plan, Norway can aim realistically at an increase in 
production of some 17 per cent over the years 1962-65, 
corresponding to an average annual rise of 4 per cent; 
for industrial production, a rise of 20 per cent (4.5 per 
cent a year) is foreseen. The plan envisages an increase 
of 16 per cent in both gross investment and civil con- 
sumption; military outlays will increase by 10 per cent. 
Imports are expected to rise by an average of 6 per cent 
a year, and exports by about 7 per cent. Net im- 
ports of foreign capital during the four years are put 
at NKr 2,000 million ($280 million). This corresponds 
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to the deficit on current account and is only a rough 
estimate; the actual amount will depend to a great extent 
on imports of ships and on borrowing abroad by 
shipowners. 

The Government is particularly eager to step up in- 
vestment in hydroelectric plants, manufacturing industry, 
and the transport system. Investment in education and 
housing will also be increased. 

Installed generating capacity in the country’s power 
plants will be increased by 2,400 megawatts, to 
9,300 megawatts. Output of electricity will increase by 
about 40 per cent, to about 45,000 million kilowatt- 
hours annually. The increased generating capacity will 
provide the basis for a considerable expansion of Nor- 
way’s electrometallurgical industries. According to the 
plan, some NKr 1,100 million will be invested in the 
aluminum industry during the four-year period, to bring 
annual output capacity from 190,000 tons to over 
300,000 tons. Moreover, by the end of 1965 aluminum 
smelters with a total capacity of some 200,000 tons will 
be under construction and scheduled for completion 
within a few years. Output of iron and steel and ferro- 
alloys will also be expanded. 

Norway’s merchant fleet, now totaling about 11 mil- 
lion gross tons, is expected to reach some 14 million 
gross tons by the end of 1965. Domestic yards will 
deliver new ships totaling about 1 million gross tons 
during the period. Development of the country’s trans- 
port system is given an important place in the program, 
involving intensified research and expenditure of some 
NKr 2,000 million over the four years. For housing, 
the program envisages the construction of 115,000 to 
120,000 new dwelling units during the period. 

The program is based on the assumption that the 
world economy will continue to expand. There is always 
the danger, however, that demand for Norwegian goods 
may slacken, and this could upset the plan’s forecasts. 
The Government believes that the present level of tax- 
ation will have to be maintained during the four-year 
period. 


Source: Norges Handels og Sj@fartstidende, Oslo, Nor- 
way, April 27, 1961. 


Norwegian Dollar Loan 


A Norwegian Government 15-year loan totaling 
US$18 million at 5% per cent interest has been issued 
on the U.S. market. This is the fourth loan issued by 
the Norwegian Government in the United States since 
the war, and it is expected that, because of Norway’s 
good credit standing, the bonds will be sold rapidly. The 
proceeds of the loan will be used to strengthen the 
foreign exchange holdings of the Bank of Norway and 
for general investment purposes. 


Source: Norges Handels og Sj¢fartstidende, Oslo, Nor- 
way, May 3, 1961. 


Swedish Pension Fund 


From the beginning of 1960, a new general pension 
scheme was introduced in Sweden (see this News Survey, 
Vol. XI, p. 376). During the first year, SKr 468.4 mil- 
lion in premiums was paid into the General Pension 
Fund, which is divided into three separate funds: the 
first, for contributions from the Government and munici- 
palities, accounted for one third of the total premiums 
paid in; the second, for payments from large companies, 
accounted for over half; the third fund, for smaller com- 
panies, independent craftsmen, and professionals, ac- 
counted for just over one tenth of the total. 


Over 90 per cent of the first fund has been invested 
in government securities, mortgage bonds, and loans to 
municipalities. The other two funds have invested 43 per 
cent in housing, 22 per cent in government stocks, and 
24 per cent in industrial and power station bonds. 


Since January 1, 1961, companies have been per- 
mitted to borrow 50 per cent of their own contributions 
during the previous year. These loans are not granted 
directly by the General Pension Fund but through credit 
institutions, after customary investigation of credit- 
worthiness, at current interest rates. The credit institu- 
tions can, in turn, recover the same amount from the 
General Pension Fund at a rate of interest 2 per cent 
above the highest interest payable on bank deposits. 
Source: Svenska Handelsbanken, Index, Stockholm, 

Sweden, No. 1, 1961. 


Danish Loan in Switzerland 


The Danish company A/S Dansk Svovisyre og Super- 
phosphatfabrik has accepted an offer from a Swiss bank 
consortium for a loan of Sw F 25 million at 4% per 
cent, to be issued at par for public subscription in 
Switzerland on May 3-8. The loan may be repaid in 
part or in full at any time after May 15, 1969, but will 
fall due for repayment in full not later than May 15, 
1975. The proceeds of the loan will be used toward the 
construction of a nitrogen plant at Grenaa, Denmark. 
Source: Norges Handels og Sj¢fartstidende, Oslo, Nor- 

way, May 3, 1961. 


Yugoslav-Russian Trade Agreement 


On March 30, 1961, Yugoslavia and Russia signed 
the protocol to a new trade agreement for the five years 
1961-65, providing for a doubling of the exchange of 
goods, to $200 million a year, by 1965. Russia will 
export industrial equipment for mines and power plants 
valued at $95 million, as well as raw materials, such as 
coking coal, pig iron, drawn and rolled products, 
naphtha derivatives, aluminum, nickel, and rubber. 
Yugoslavia will export consumer goods—footwear, fur- 
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niture, textiles—15 tankers of 25,000 tons each, 9 ships 
of 10,000 tons each, 3,500 railway cars, and trans- 
formers and other electrical equipment. 


Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 


April 11, 1961. 


Middle East and Africa 
Afghanistan's Second Five-Year Plan 


Preliminary reports of Afghanistan’s second Five- 
Year Plan estimate expenditures at Afg 15 million, 
which is about 2% times the expenditures for the first 
Plan. Under the new Plan, greater emphasis will be 
placed on the development of mining and industry, with 
allocations of about Afg 6 billion for mining and indus- 
try and Afg 1.8 billion for agriculture. The other major 
allocations are Afg 4.5 billion for communications and 
public works and Afg 800 million for education. Discus- 
sions are reported to have taken place between Afghan- 
istan and Soviet authorities regarding the foreign ex- 
change and technical requirements of the Plan. 


Source: Middle East Economic Digest, London, Eng- 
land, May 5, 1961. 


lran's New Import Regulations 


Iran’s new import regulations for the year beginning 
March 21, 1961 involve a number of changes in the 
commercial profits taxes applicable to imports and an 
increase of almost 50 per cent in the number of pro- 
hibited imports. The effect of this measure on the 
amount of imports will, however, be limited, as the 
commodities now added to the list of prohibited imports 
have been subject to very high commercial profits taxes. 


Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D.C., May 8, 1961. 


lraq's Budget 

Iraq’s ordinary budget for the fiscal year’ beginning 
April 1, 1961 estimates expenditures at ID 121 mil- 
lion and revenues at ID 112 million, compared with 
ID 116 million and ID 102 million, respectively, for 
the preceding fiscal year. The major sources of revenue 
will continue to be direct taxes, estimated at ID 58 mil- 
lion (about the same as in the previous year) ; oil income, 
ID 49 million (ID 1.9 million less, owing to the reduc- 
tion of oil prices); and customs and excise duties, 
ID 37 million (an increase of ID 7 million). Expendi- 
tures are mainly for defense (31.4 per cent of the 
total), education (16.7 per cent), and health (5.7 per 
cent). 


Source: Middle East Economic Digest, London, Eng- 
land, May 5, 1961. 


South African Foreign Exchange Position 

The Union of South Africa has introduced measures 
to combat the drain on its gold and foreign exchange 
reserves, which since April 1960 have been reduced 
by about R 100 million, to R 163 million (see this 
News Survey, Vol. XIII, pp. 101 and 109). The more 
important measures introduced are an increase in the 
Reserve Bank’s discount rate from 4.5 per cent to 5 per 
cent and a % per cent increase in the official pattern 
of rates for open market operations in government 
stocks (see this News Survey, Vol. XIII, p. 54); a re- 
duction in emigration allowances, from R 20,000 to 
R 10,000, and in tourist allowances, from R 2,500 
yearly for each person to R 1,000 yearly for each per- 
son; and a requirement that South African residents 
declare the value of their assets held abroad. 


Source: The Times, London, England, May 5, 1961. 


Far East and Australasia 


Indian Budget Changes 

Further tax concessions were announced by India’s 
Minister of Finance in the Lower House of Parliament 
on April 19. Together with those announced on 
March 17, these concessions will result in an estimated 
loss of revenue of Rs 61 million ($12.8 million). A part 
of this loss will be offset by higher yields from some of 
the new excise duties announced in the budget speech on 
February 28 (see this News Survey, Vol. XIII, p. 69). 


The concessions in indirect taxation announced on 
March 17 were mainly in respect of excise duties on 
kerosene and small power loom units producing coarse 
cloth; these involved an estimated revenue loss of 
Rs 45 million ($9.5 million). The items affected by the 
latest changes include inferior grades of coffee, news- 
print, small power looms, fabrics produced on automatic 
looms, woolen yarn, glassware, chinaware, porcelain, 
copper, and copper alloys. It is also proposed to sim- 
plify the tax structure applicable to foreign companies 
by taxing their dividends received from nonsubsidiary 
Indian firms at a uniform rate of 40 per cent. Originally, 
two rates (53 per cent and 40 per cent) had been pro- 
posed, depending upon whether the Indian firm was 
established during the period from April 1, 1959 to 
March 31, 1961 or subsequently. 


Sources: Reserve Bank of India, Indian News Digest, 
Bombay, India, April 1, 1961; The Statesman 
(Overseas Edition), Calcutta, India, April 29, 
1961. 


U.K. Loans to India 


On May | a British credit of £10 million was made 
available to the Indian Government, to be drawn upon 
immediately to finance imports from the United King- 
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dom. In addition, Britain agreed to make an initial 
contribution of £30 million to India’s Third Five Year 
Plan. Both credits are for 25 years, with repayments 
beginning in 5 years and 7 years, respectively. 

Total loans. made by the U.K. Government toward 
Indian development plans now amount to £120 million. 
Negotiations are also proceeding for the financing of an 
extension of the Durgapur steelworks, involving foreign 
exchange costs of up to £20 million (see this News 
Survey, Vol. XII, p. 525). 


Source: The Times, London, England, May 2, 1961. 


Australian Wheat Position 

As a result of an expansion in acreage and particularly 
favorable growing conditions, the 1960-61 wheat crop 
in Australia will be about 270 million bushels. Of this 
amount, the Australian Wheat Board expects to receive 
at least 250 million bushels; with the carry-over from 
last season’s crop, the Board will have more than 
310 million bushels at its disposal. It is expected that 
Australia will use about 60 million bushels for domestic 
consumption, so that over 250 million bushels will be 
available for export as wheat or flour. Although this is 
65 million bushels higher than in the last season, dis- 
posal should not be particularly difficult, and the carry- 
over at the end of the current season should not be 
much higher than the 61 million bushels on hand at 
the close of last season. 


Recent sales to Mainland China of about 40 million 
bushels of wheat and 40,000 tons of flour (see this 
News Survey, Vol. XIII, p. 76) have already accounted 
for the greater part of this season’s increase in Austra- 
lian supplies. In addition, it was announced on May 11 
that Australia had sold a further 750,000 tons of wheat 
(about 28 million bushels) to the China Resources 
Company of Hong Kong, which acts on behalf of Main- 
land China. Shipment will be effected between July 1 
and November 15; 10 per cent of the price will be paid 
at the time of shipment, 40 per cent six months later, 
and the balance in another six months. 


The U.S. Department of Agriculture estimates that 
world demand will increase by 75 million bushels, to 
1,400 million bushels, during the 1960-61 international 
wheat year, because of larger import requirements in 
Western Europe and Asia. Nevertheless, the world 
wheat market continues to be dominated by huge sur- 
pluses. According to the Canadian Bureau of Statistics, 
supplies of wheat in the four major exporting countries 
at the end of their respective crop years for 1960 totaled 
about 2,800 million bushels, which was 9 per cent 
higher than a year earlier. Stocks held in the United 
States and Canada amounted to 1,887 million bushels 


and 797 million bushels, respectively, compared with 
1,678 million and 739 million a year earlier. 


Sources: National Bank of Australasia, Monthly Sum- 
mary of Australian Conditions, Melbourne, 
Australia, March 15, 1961; The Financial 
Times, London, England, May 12, 1961. 


Western Hemisphere 
U.S. Industrial Production and Employment 


Industrial production in the United States rose from 
102 per cent of the 1957 average in March (see this 
News Survey, Vol. XIII, p. 134) to 105 per cent in 
April, on a seasonally adjusted basis. This was the high- 
est figure since last October, when the index was at 106 
per cent. Gains in production in April were wide- 
spread, notably’ in furniture, television and»radio: sets; 
machinery and materials used by business, steel, and 
automobiles. Higher outputs of the last two were re- 
sponsible for much of the increase and a continued im- 
provement in these industries is expected. 


Nonfarm employment rose by 400,000 in April, 
substantially more than usual. This was the first sig- 
nificant increase, on a seasonally adjusted basis, since 
employment began to decrease in the autumn of 1960. 
The improvement was especially noticeable in durable 
goods manufacturing, where employment has been de- 
clining for more than a year. A relatively large increase 
occurred also in construction, where employment rose 
more than seasonally for the second consecutive month, 
recovering losses experienced earlier in 1961 owing to 
unusually bad weather. 


The number of unemployed persons declined sea- 
sonally, by 500,000, to 5 million in April. The ratio 
of unemployment (6.8 per cent in April) showed no 
significant change during the month; it has now re- 
mained close to 7 per cent of the labor force for five 
successive months. Although the total of unemployed 
declined in April, those unemployed for 15 weeks or 
more rose more than normally to a postwar record of 
2.1 million, almost a million more than a year ago. 


Sources: Department of Labor, Monthly Report on the 
Labor Force, Washington, D.C., April 1961; 
The Wall Street Journal, New York, N.Y.., 
May 15, 1961. 


Panama's Economy in 1960 


A diminution of business activity in Panama in the 
fourth quarter of 1960 resulted from the efforts of the 
Government to balance the budget. The tax structure 
has been revised, income tax rates being raised from the 
beginning of 1961 and stamp taxes increased. 


A balance of payments deficit emerged in 1960, as 
shown by the decrease in gold and foreign exchange 
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holdings of the deposit money banks. At the end of 
September, these holdings amounted to $30 million, 
about $26 million below their level a year earlier. The 
principal reason for the difficulty is the growing trade 
deficit. In 1960, imports rose to $108 million, some $11 
million over the 1959 figure, while exports declined to 
$30.4 million, a decrease of almost $5 million. Thus, 
the merchandise trade account for 1960 closed with an 
unfavorable balance of nearly $78 million—approxi- 
mately $16 million more than in 1959. However, earn- 
ings from the Canal Zone offset a substantial part of 
this trade deficit. 


Sugar output in 1960 was 24,894 tons, but only 
5,820 tons were exported. This was less than 60 per 
cent of Panama’s total quota and nonquota allocation 
for the United States. However, estimates are that 8,000 
tons will be available for export in 1961 and more in 
1962. Banana shipments for the third and fourth quar- 
ters were reduced by severe blowdowns, which de- 
stroyed about 2 million stems and an additional 2 mil- 
lion plants. Plantations are, however, being expanded 
and exports could increase sharply this year if the 
weather is favorable. 


Plans for new feeder roads in Panama’s interior 
provinces are progressing well. In August 1960 the 
World Bank granted a $7.2 million loan, and in Novem- 
ber 1960 the Development Loan Fund (DLF) ap- 
proved a loan of $5.3 million for road construction (see 
this News Survey, Vol. XII, pp. 469 and 611). One 
hundred eighty-five miles of new all-weather roads 
are expected to open up some 135,000 hectares for 
cultivation and to increase the flow of agricultural com- 
modities between Panama City and the Costa Rican 
border. 


The DLF has also authorized $2.5 million to assist a 
program, in which the Panamanian Government will 
participate, to provide about 500 low-cost homes in the 
Panama City area. The International Cooperation Ad- 
ministration has just made a $5 million loan to the Gov- 
ernment toward current expenditure. 


Source: The Chase Manhattan Bank, Latin-American 
Business Highlights, New York, N.Y., First 
Quarter 1961. 


Argentine Foreign Trade in 1960 

Argentina had a trade deficit of US$110.3 million in 
1960, exports being $1,079.2 million and imports 
$1,189.5 million. The 1960 trade deficit compares 
favorably with the average annual deficit of $250 million 
in the period 1955-58; in 1959 the trade surplus of $16 
million was the result of abnormally low imports. Ex- 
ports in 1960 increased, in dollar values, by 7 per cent 
and 8 per cent over 1959 and 1958, respectively, as a 
result of higher income from exports of grains and wool, 


though meat exports remained low because depleted 
cattle stocks were being rebuilt. The dollar value of im- 
ports, while showing an increase of 20 per cent over 
1959, was still 4 per cent short of the 1958 figure. Im- 
ports of machinery and vehicles were almost double 
those of 1959, reflecting an accelerated rate of invest- 
ment activity, and petroleum imports declined as a re- 
sult of the continuing increase in domestic production. 


Sources: The Review of the River Plate, Buenos Aires, 
Argentina, March 7, 1961; Bank of London 
& South America Limited, Fortnightly Review, 
London, England, April 8, 1961. 








Summary Index 


EEC: Monetary Committee’s Annual Report 
IADB: First Annual Report 

IBRD: Loan to Colombia 

IDA: Credit to Honduras 

IMF: Stand-By Arrangement for Brazil 


Afghanistan: Second Five-Year Plan 
Argentina: Foreign Trade, 1960 
Australia: Wheat Prospects 
Brazil: Stand-By with IMF 
Colombia: IBRD Loan 
Denmark: Loan Issue in Switzerland 
Honduras: IDA Credit 
India: Budget Changes 

Loans from U.K. 
Iran: Import Regulations 
Iraq: Ordinary Budget 
Netherlands: Economic and Monetary Developments, 
Norway: Four-Year Plan 

U.S. Dollar Bond Issue 
Panama: Economic Difficulties in 1960 
Sweden: Pension Fund 
Union of South Africa: Foreign Exchange Position 
U.S.S.R.: Trade Agreement with Yugoslavia 
United Kingdom: Changing Export Pattern 
Credits to India. 

United States: Industrial Production and Employment 
Yugoslavia: Trade Agreement with U.S.S.R. 


International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
and other publications as cited at the end of each note. 
Explanatory material may be added, but no Fund 
editorial comment or opinion. Therefore any views 
expressed are taken from the sources quoted and are not 
necessarily those of the Fund. 

The News Survey is published weekly, except in the 
Christmas and New Year weeks. It may be obtained free 
of charge by applying to 
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